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Foreword 


Over the past several years, a number of changes to the 

Estimates have been recommended. The Public Ac- 

counts Committee, the Auditor General and the Royal 

Commission on Financial Management and Accoun- 

tability have all stressed the need for more information 

aimed at relating government spending to the achieve- 
ment of results, thereby rendering the government and 
its Ministers more accountable to Parliament. In re- 
sponse to these recommendations, major revisions to the 

Estimates are being implemented. 

The initial results of these revisions were tabled in 
Parliament in early 1981. 

@ As part of the 1981-82 Estimates, the government 
introduced a new document entitled the Govern- 
ment Expenditure Plan. It provided an overview of 
total spending, concentrating, in particular, on the 
major policy areas in which spending occurs. 

@ Several sample documents were distributed to all 
Members of Parliament containing the type of infor- 
mation which departments would provide in sup- 
port of the expenditures of each of their programs. 
The primary focus of this information is on what the 
department expects to achieve in relation to the 
cost of its programs. 

Implementation of revisions to the Estimates is now 
proceeding. This year, a number of departments are pre- 
paring expenditure plans which will be presented to 
Parliament as part of the 1982-83 Main Estimates. Over 
the next three years, all departments will be submitting 
expenditure plans in this new format. 

This Guide is designed to be used in conjunction 
with the documents mentioned above. It is intended to 
assist Members of Parliament to understand and locate 
information contained in the Estimates. Particular em- 
phasis is given to the new information provided as part of 
the current revisions and how it can be used to increase 
the government’s accountability to Parliament for its 
performance against plans. 
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Introduction 


Within the confines of the British North America Act the 
authority of Parliament is supreme. That Act stipulates 
that all spending by the federal government requires the 
approval of Parliament, and that spending shall be made 
only for the purposes and in the amounts authorized by 
Parliament. 

Authority to spend money is granted by Parliament 
to the government in the form of ‘appropriations’. In 


most instances Parliament restricts the period of time dur- 


ing which appropriations are in effect to one fiscal year. 
These annual appropriations, which are granted through 
the passage of Appropriation Acts, are said to lapse 
if any portion of the appropriated amount is not spent 
within the year for which it was granted. 

In addition to annual appropriations, Parliament can 
authorize continuing (statutory ) appropriations. The 
most significant of these appropriations authorize pay- 
ments through specific acts of Parliament. These acts 
create an obligation on the part of the government to 
make a payment whenever a claim qualifies within the 
provisions of the pertinent legislation. Old Age Security 
and Family Allowances are examples of these statutory 
appropriations. The requirements governing payments 
under statutory appropriations can be changed only if 
Parliament amends the enabling legislation. 

The Estimates convey to Parliament the govern- 
ment’s plans to spend public money for defined pur- 
poses. The tabling of the Estimates sets in motion the 
reviews, reports and debates through which Members of 
Parliament determine whether the government's plans 
should be approved. Although Parliament formally ap- 
proves only annual appropriations through the Estimates 
process, information on statutory appropriations is also 
provided. In this way all aspects of government spending 
are subject to parliamentary examination. 


The Estimates must therefore respond to the broad 
information needs of Parliament. These needs are not 
static; over time the scope and emphasis of the Estimates 
have changed significantly. Prior to 1970, the Estimates 
tended to focus on the various goods and services which 
the government required in order to support its opera- 
tions. Since 1970, the emphasis has shifted to the pur- 
poses of spending, and the Estimates have concentrated 
on the objectives of government programs and the man- 
ner in which these objectives are being achieved. A 
program is defined as a collection of activities related to 
the same objective within a department. 

In recent years more attention has been directed to 
the level and implications of government spending and to 
the benefits of individual programs in relation to their 
costs. This emphasis has resulted in demands for both 
new and expanded information in the Estimates in the 
following areas: 


Multi-Year Spending Forecasts: Traditionally, the Esti- 
mates have included spending plans for the coming fiscal 
year only. Planning, however, is a multi-year process 
which must reconcile desirable spending levels with the 
policy and program priorities of the government. To pro- 
vide Parliament with a context within which to assess 
annual spending proposals, the Estimates now identify for 
three years into the future the overall spending levels 
within which the government plans to conduct its pro- 
grams. Also, where possible, projections are provided of 
the costs of individual programs over the same period, on 
the basis of approved government policies. 


Spending According to Policy Area: Parliament 
grants appropriations for each of the programs of depart- 
ments and agencies. However, because programs con- 
tribute collectively to the achievement of overall 
government policies and objectives, it is desirable that 
programs with a degree of commonality of purpose be 
grouped together and discussed in a way that shows how 
they contribute to these objectives. Accordingly, the 
Estimates now include an analysis of government spend- 
ing according to major policy areas, combining all de- 
partmental spending which falls within the same general 
policy area. Such an analysis allows Parliament to consi- 
der the policies and objectives of the government and 
their implications in terms of the spending of depart- 
ments and agencies. 
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Expected Results of Individual Programs: Since 
1970, the Estimates have included statements of the long- 
term objectives of each government program. However, 
these have tended to be broad statements describing the 
reason for the existence of a program. In future, the 
Estimates will identify more specifically the results ex- 
pected from each. When possible, these results will be 
quantified and related to the cost of the program. This 
information will allow Parliament to better assess each 
program in terms of its planned results and the efficiency 
of its operations. Moreover, such information will estab- 
lish the basis of accountability for performance. 


Details of Statutory Spending: While the approval of 
Parliament is requested for annual appropriations only 
through the Estimates process, information will also be 
provided in support of forecast spending under statutory 
appropriations which have previously been authorized 
by Parliament. This information will enable Parliament to 
examine all spending related to a program. 
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The Estimates Documents 


In view of the quantity and complexity of the informa- 
tion provided, the Estimates are structured in three Parts. 

Beginning with a multi-year overview of total govern- 
ment spending in Part I, the documents become increas- 
ingly more specific. Part II classifies spending according 
to ministries and programs, and contains the proposed 
wording of the conditions governing spending which 
Parliament will be asked to approve. Part III provides 
additional detail on each department and its programs, 
primarily in terms of the results expected for the money 
spent. While all three Parts of the Estimates are available 
to each Member of Parliament, it is expected that the 
more detailed information contained in Part III would 
be of particular interest to members of standing commit- 
tees that consider the spending plans of individual 
departments. 

Parts I and II of the Estimates contain that informa- 
tion for which the government is collectively account- 
able to Parliament. These documents are tabled together 
in Parliament on behalf of the government by the Presi- 


dent of the Treasury Board. The departmental docu- 


ments that constitute Part III are tabled in Parliament by 


the President of the Treasury Board on behalf of the re- 


sponsible Ministers. 


The Estimates Documents 


Part I 
The Government Expenditure Plan 


Government policies and programs must be developed 
in light of available resources. In order to reconcile the 
sometimes conflicting demands for new or revised pol- 
icies and programs and for sound fiscal management, a 
multi-year expenditure plan is established. This plan re- 
flects the medium-term policy directions of the govern- 
ment. It also establishes, taking into account forecast 
revenues, the spending limits or ceilings within which 
the government will develop and implement its policies 
and programs. 

The expenditure plan is first presented to Parlia- 
ment in the Budget of the Minister of Finance. The Bud- 
get defines the government’s planned spending ceilings 
over a five year period (including the Estimates year, the 
previous year, and the three years succeeding the Esti- 
mates year ) in terms of: 

@ the level of spending, which includes budgetary 
spending affecting the government’s surplus or defi- 
cit and non-budgetary loans, investments and ad- 
vances (less repayments) which affect the govern- 
ment’s assets and liabilities; 

@ envelopes, which combine all departmental spend- 
ing within the same policy area. 
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Key Features of Part I 
The Government Expenditure Plan 
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The expenditure plan establishes the basis of the 
government’s accountability to Parliament for the level of 
government spending, and for the distribution of such 
spending among policy areas (envelopes ). In support of 
this purpose, Part I of the Estimates elaborates on the 
multi-year expenditure plan by providing an overview of 
government spending. This overview includes highlights 
of spending patterns from year to year and shows the 
relationship between government spending and the 
economy. As well, Part I contains an extensive descrip- 
tion of the plans for each of the ten policy areas, including 
the government’s policy objectives and initiatives. Major 
spending implications of such initiatives over the five- 
year planning period are also discussed. Such informa- 
tion allows Parliament both to review the policy initia- 
tives of the government as part of its consideration of the 
Estimates, and to hold the government accountable for 
performance. 

It is within the context of the multi-year plan that the 
annual spending proposals included in the Estimates are 
developed and authority is sought from Parliament. Part I 
presents these annual proposals in relation to the multi- 
year plan. The document also discusses the major gov- 
ernment programs within each policy area, and describes 
how they contribute to the government's policy objec- 
tives. As well, Part I highlights significant changes in 
spending patterns from year to year. This allows Parlia- 
ment to consider at one time all programs contributing 
to a common objective and provides a context for the 
consideration of the appropriations requested, as de- 
tailed in Part IL. 

Part I also provides analyses of the Estimates accord- 
ing to various types of spending. Such spending includes 
operating or capital costs of departments and agencies, 
transfer payments, payments to certain Crown corpora- 
tions, the cost of servicing the public debt, and loans, 
investments and advances. As well, Part I includes se- 
lected analyses on topics of current interest related to the 
Estimates either on a regular basis, or from time to time. 


Part II 
Main Estimates 


Part Il is prepared primarily to support the annual appro- 
priations that Parliament will be asked to grant to the 
government through the passage of an Appropriation Act. 
This Act presents appropriations in terms of votes. Votes 
represent units of appropriations which Parliament may 
authorize separately. Each vote specifies the amount that 
may be spent and, through its wording, becomes the legal 
statement of the conditions under which spending may 
occur. Votes, therefore, establish the legal basis of the 
government’s accountability to Parliament for the use of 
appropriations. 

There are several important points regarding votes 
and the spending amounts included therein: 

@ Votes are drawn up on a program basis and each vote 
specifies the department accountable for it. Within 
each department there may be several votes corre- 
sponding to the programs for which the department 
is responsible. 

© Ina number of instances Parliament grants authority 
to the government to spend revenues received as a 
result of certain operations. In these cases, the vote 
provides the authority and shows only the net 
amount required. However, supporting information 
displays for Parliament both the gross and net 
amounts. 

@ The government is under no obligation to spend the 
money granted by Parliament. The Appropriation 
Act simply grants permission to spend, subject to 
the wording of the vote. The actual amount spent 
will in almost all cases be less than the amount 
authorized. The government can also decide to cur- 
tail authorized spending for a particular vote. 

Part II of the Estimates contains the votes (including 
amounts and wording ) which the government proposes 
for inclusion in the Appropriation Act. As well, Part II 
contains standard information on each program of gov- 
ernment for which appropriations are requested. Such 
supporting information includes: 
© a summary of appropriations, identifying those cur- 

rently requested as well as those which Parliament 

has previously authorized; 

@ proposed spending and the number of person-years 
employed for the various activities in which the 
program is engaged; 


Key Features of Part II 
Estimates 


The Estimates Documents 


@ ageneral statement of the objectives of the program; 
and 
© details of the various goods and services required by 
the program including itemized lists of major capital 
projects, and details of grants and contributions. 
At present, the existing ‘Blue Book’ constitutes Part 
II of the Estimates. Over time, as the other Parts of the 
Estimates are put in place, the Blue Book will change. The 
nature of the changes will be determined in part by the 
need to have a logical and consistent structure among all 
the Estimates documents. Changes will also occur as 
Members of Parliament provide feedback on how easily 
they can locate and use the information and analyses 
contained in the new documents. It is expected that Part 
II will concentrate on the purpose for which appropria- 
tions are required in terms of program objectives and the 
activities through which these objectives are being 
achieved. More detailed information such as the cost of 
goods and services required, lists of capital projects and 
personnel requirements will be relocated to Part III of 
the Estimates. 
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Part III 
The Department Expenditure Plan 


The most significant of the current revisions to the Esti- 
mates is the inclusion, in Part II, of a separate expendi- 
ture plan for each department. This plan describes in 
detail each of the department’s programs in terms of its 
underlying objectives, the way in which various ac- 
tivities contribute to these objectives, and the results 
expected. The reporting of actual performance against 
plans will be incorporated in the expenditure plans. This 
information will be provided for the first time two years 
after the first plan is presented to Parliament, and annually 
thereafter. The results are quantified where possible, and 
related to the cost of the program. As well, the document 
provides information on the organization and operation of | 
the program, thereby allowing Members of Parliament to 
engage in informed debate during review of the Estimates 
and throughout the year. 

By describing specifically the plans and expected 
results of each program a basis of accountability is estab- 
lished for the attainment of specific goals within these 
plans. 

There are different levels of program results. At the 
highest level, they relate to the objectives of the program, 
indicating the intended effects or benefits expected from 
its operation. Indicators of achievement at this level help 
in assessing the program’s effectiveness in terms of the 
degree to which the resulting benefits contribute to its 
objectives. 

In addition, management is responsible for the effi- 
cient administration of the program. Results that indicate 
efficiency focus on the outputs being produced by the 
program and its various activities and on the costs in- 
volved in their production. Related performance goals 
can be expressed in terms of efficiency of operations, 
levels of service, and economy in the acquisition of goods 
and services. This level of information provides the basis 
for assessing the level of annual spending proposed in the 
Estimates. 

The level within the program at which various types 
of results are addressed will vary. As a general rule, they 
are discussed at the highest level at which an appropriate 
relationship can be established between results and their 
cost. 


Although department expenditure plans are avail- 
able to all Members of Parliament, they are primarily 


intended for members of the various standing committees _ 


which review the Estimates of individual departments. As 

well, they are helpful to Ministers, departmental man- 

agers, and the general public. The document is distin- 

guished by several key features: 

© It provides background information on the pro- 
gram’s objectives, legal mandate and organization to 
assist in assessing the spending plan. In addition it 
includes information on the major factors affecting 
expenditures and the ability of the program to 
achieve its expected results. 

© It is structured on a modular basis. This structure 
provides increasing levels of detail and extensive 

cross-referencing. Thus, a reader can proceed to a 

particular level of detail without necessarily having 

to read the entire document. 

© The general format of the document is standardized 
in order that similar information for any program 
may be contained in the same section. However, this 
format is flexible enough to allow for the inclusion 
of information resulting from inherent differences in 
the nature or size of programs. 

Each department expenditure plan is relatively 
short, containing information which provides a basic 
understanding of each program, the results expected 
from its operation and associated costs. This information 
will support informed debate of the program’s spending 
plans and provide a basis upon which Members of Parlia- 
ment can request additional information from the de- 
partment if required. 


Key Features of Part II 
The Department Expenditure Plan 
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Annex 1 
Guide to Estimates Information 
(Where to Find It) 


Item 


Objectives and expected results of spending 


Initiatives and goals 


Multi-year financial projections 


Background to spending plans 


Indicators of program performance 


Part I 
Government Expenditure Plan 


Government-wide objectives for each policy envelope 
(Chapter 3) 


For each policy envelope (Chapter 3) 


Government spending ceilings in total and for each en- 
velope, reconciled to the Budget of the Minister of Fi- 
nance (Chapters 2 and 3) 


Historical perspective on government spending throughout 
Part I; 


Detailed discussion of each of ten envelopes (Chapter 3) 


None 


Annual appropriations 


Statutory appropriations 


Major capital projects 


Percentage of total government spending and highlights 
of major items (Chapter 4) 


Percentage of total government spending and highlights 
of major items (Chapter 4) 


Grants and contributions 


Person-years 


Cost of goods purchased 


Highlights of major items (Chapter 4) 


Highlights of major items (Chapter 4) 


Organization structure 


Financial summaries 
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Highlights and analysis of persons employed in the Public 
Service (Chapter 4) 


Highlights of major items (Chapter 4) 


List of departments and agencies within each envelope 
(Chapter 3) 


Total government expenditure plan (Chapter 1) 
by policy envelope (Chapter 3) 


Part Il 
Main Estimates 


Program objectives as defined in legislation and govern- 
ment policy (Sections 2 to 31) 


None 


None 


Spending for each program and activity for the Estimates 
year and two years preceding (Sections 2 to 31) 


None 


Proposed amount and legal wording for each appropria- 


tion requested (Sections 2 to 31) 


Forecast of spending for each statutory program (Sec- 
tions 2 to 31) 


Total capital for each program and list of each item over 
$250,000 (Sections 2 to 31 )* 


Total grants and contributions and list of each grant 
requiring the specific approval of Parliament (Sections 2 
tO Le) 


Person-years for each program and activity, and analysis 
at the program level of person-years and strength by 
occupational groups (Sections 2 to 31 )* 


Details by program of major categories of expenditure 
(e.g., salaries, travel) (Sections 2 to 31)* 


Grouping of programs within each of approximately 30 
responsible ministries (Sections 1 and 2 to 31) 


Part III 
Department Expenditure Plan 


Specific objectives, planned and actual results 
related to costs (Program Overview/Analysis by 
Activity ) 


Program initiatives which significantly affect costs (Pro- 
gram Overview ) 


Activity initiatives as appropriate (Analysis by Activity ) 


None 


Detailed description of the program and its operations, 
its environmental setting, the constraints affecting it, 
historical perspective on costs and operations etc... 
(Program Overview ) 


Measures of achievement of program objectives and 
other indicators for program and related activities (Pro- 
gram Overview/Analysis by Activity ) 


Details on planned and actual use of appropriations (Anal- 
ysis by Activity ) 


Similar level of disclosure as for annual appropriations 
(Analysis by Activity ) 


Same as in Part II (Supplementary Analysis) 


Same as Part II with additional detail of grants to classes 
of recipients (Supplementary Analysis ) 


Section 1 contains various government-wide summaries 
by department and agency including: 

annual and statutory appropriations; 

major categories of expenditure; 

person-years; 

type of payments 


* Would be relocated to Part III once such documents are in place. 


Further detail for each program by occupational group 
and average salaries (Supplementary Analysis ) 


Same as Part II with additional analysis of major expendi- 
ture categories as appropriate (Supplementary Analysis ) 


Reconciliation of the program and its activities to the 
responsible organization within the department (Pro- 
gram Overview ) 


Program and activity summaries throughout the 
document. 
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Annex 2 
The Financial Cycle of the Government 
of Canada 


The Estimates are fundamental to controlling the finan- 
cial affairs of the Government of Canada. They are closely 
tied to the interrelationship between the government 
(ie. Cabinet) and Parliament with respect to the key 
elements of the control process—planning, execution of 
approved plans, and the reporting and review of results. 


Planning 


The process of developing the government’s spending 
proposals for a single fiscal year begins with the develop- 
ment of a multi-year expenditure plan several years be- 
fore those proposals are presented to Parliament in the 
Estimates. This plan establishes the desired level of gov- 
ernment spending over several years, given the expected 
revenues and the policy and program priorities of the 
government. The multi-year period covered by the plan 
provides the time the government needs to ensure that 
desired changes in the level of spending and the resulting 
effect on programs can be planned and implemented in 
an orderly fashion. 

It is within this multi-year spending framework that 
the policies and programs of government are developed 
and the cost of approved programs is determined. This 
process involves close interaction between Cabinet (and 
its various committees) and the departments of govern- 
ment. This ensures that programs are responsive to the 
government’s policy priorities, and that personnel and 
financial resources are allocated to programs in the most 
efficient manner. 


Parliamentary Review and Approval 


When the Estimates are tabled, Parliament begins its 
examination of the government’s spending proposals for 
the coming fiscal year. The Estimates are referred to the 
appropriate standing committees of the House of Com- 
mons for their detailed consideration. Soon after being 
presented to the House of Commons, the Estimates are 
tabled in the Senate, where they are normally referred to 
the Standing Senate Committee on National Finance. 
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Parliamentary deliberations on the Estimates finish 
after committees have submitted their reports to the 
House of Commons. An appropriation bill is then intro- 
duced in the House of Commons. The spending pro- 
posed in the Estimates cannot take place until both the 
House and the Senate have passed this appropriation bill. 
The appropriation must then be given Royal Assent and 
released through a Warrant signed by the Governor 
General. 

Because of circumstances or changes in policies, 
there may be a need for some departments to introduce 
new programs, modify existing programs, submit pro- 
posals which were not ready or which may not have been 
considered in time for inclusion in the Estimates. It may 
also be necessary to increase spending ceilings as a result 
of rises in prices. If these changes result in a need for 
modified or additional spending authority, it is requested 
from Parliament by means of Supplementary Estimates. 
The procedure for the compilation, review and approval 
of Supplementary Estimates is similar to that used for the 
Estimates. 


Spending and Recording 


Individual departments and agencies initiate and control 
their spending in accordance with authorities granted to 
them by Appropriation Acts and other statutes. Acting 
upon departmental authorizations, the Minister of Sup- 
ply and Services is responsible for purchasing most 
goods and services. In his role as the Receiver General for 
Canada, he issues cheques to suppliers and employees. 
The manner in which these transactions take place is 
governed by provisions of the Financial Administration 
Act and other acts, and by various government regula- 
tions. The Receiver General maintains the accounts of 
the Government of Canada. Each account is supported by 
legislative authority, either under Appropriation Acts or 
other statutes. The departments and agencies are also 
required to maintain detailed records of their 
transactions. 


Financial Reporting 


The Government of Canada publishes two principal 
statements of actual spending. 

The first is the Statement of Financial Operations, 
which is compiled by the Receiver General from the 
Accounts of Canada. It is issued under the authority of 


Expenditure Planning, Spending and 


Reporting Process 
Specific Departments Treasury Parliament 
organizations and agencies Board 


7 


Department of 
Finance 
Advice 


Cabinet | Prepare spending _ | Review, approve 
Approves Fiscal Plan | | Estimates Estimates, for 
and develops spending À >| submission to 
ceilings and planning | | | | Parliament 
guidelines 


Receiver General | Authorize purchases, 
for Canada - payments and cheque 
Prepare, issue and — issue 

reconcile cheques, 

process financial data, 

keep Accounts of 

Canada 


Prepare accounting | | | Advice and policy 
and Public Accounts direction 
data 


Receiver General 
for Canada 

Prepare monthly 
financial statements 
and Public Accounts 


Auditor General of 
Canada 

Audit accounts, 
prepare Annual Report 


the Minister of Finance and published each month in the 
Canada Gazette. 

The second statement is the Public Accounts of 
Canada. This is the principal financial report to Parlia- 
ment of the financial operations of the Government of 
Canada as at the end of a fiscal year, as required by the 
Financial Administration Act. It contains the financial 
statements of the Government of Canada and various 
statements and analyses of individual department and 
agency spending in relation to the authorities granted by 
Parliament. The Public Accounts also contains the finan- 
cial statements of Crown corporations. Changes to the 
Estimates currently being implemented will require cor- 
responding revisions to the Public Accounts to ensure 
that spending is reported on a basis consistent with the 
form of the Estimates. 


Audit and Review 


An integral step in Parliament’s control of government 
spending is the examination of the government’s ac- 
counts by the Auditor General of Canada. 

The legal responsibilities of the Auditor General 
include the expression of opinions on financial state- 
ments as well as annual reporting in cases where, in his 
opinion, there has been insufficient accounting for or 
control of public resources, or where money has not 
been expended for purposes intended. In addition, the 
Auditor General has authority to report cases where 
money has been spent without due regard for economy 
and efficiency and where in his opinion procedures es- 
tablished to measure and report the effectiveness of pro- 
grams are unsatisfactory. 

Parliament’s Standing Committee on the Public Ac- 
counts reviews the Public Accounts of Canada and the 
annual reports of the Auditor General; these documents 
form the basis of the Committee’s inquiries. The results 
of the Committee’s review are reported to the House of 
Commons. 
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